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Universities and the Supply of Graduates to the Professions 


1. Introduction 


The Commission on the Future Development of the Universities of Ontario 
is directed to consider the need for a process whereby adjustments can be 
made regularly to the resources allocated to professional Programs such as 
education, law, medicine, dentistry, etc., and to the level of enrolment in 
these programs to respond to changing labour market requirements. 

This question is also to be considered along with "student accessibility 
to university level education", and in the context of "economic realities" 
and a "differentiated university structure". The wording for this part of 
the Commission's mandate raises a number of questions that will give this 
paper its general form: 

1. How can it be determined that there is a need for adjustments to resources 
and enrolments? 

2. By what process would adjustments be decided? and implemented? 

3. What resources would be adjusted? 

4. What is meant by labour market requirements? 

In addition to the four professions specified in the Commission's mandate, 
it is assumed that "etc." is intended to include other professional programs 
such aS engineering, architecture, nursing, pharmacy, forestry, commerce or 
business administration, agriculture, veterinary medicine, social work, 
library science, and music. Moreover, the specific reference to "professional 
programs" is taken to imply that no external adjustment process would be 
contemplated for arts and science programs, that is, for programs leading 
to a B.A. or B.Sc. degree. The question is addressed therefore to the 
remaining approximately 40 percent of the full-time equivalent undergraduates 
in Gntario universities. About 95 percent of this latter group are included in 
Tables 1 and 2. The cyclical changes in graduations shown in these tables - 
together with similar enrolment changes - are the focal point for this discussion 


paper. (These tables are calculated from data presented in Appendix Taple Al.) 
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* Total is for all bachelor and first professional degrees, including Arts and Science. 


The authors were requested to provide a discussion paper that would 
outline the many considerations involved in governmental adjustment of enrolments, 
but without coming to specific conclusions or recommendations. Rather, 
this paper is intended as an aid to understanding and discussion of the issues 
raised by these considerations; it does not pretend to offer new research or analysis 
of the issues nor to offer comprehensive statistical data on the topics. 
Several references are included at the end of the paper for readers who wish 


to examine these questions in greater depth. 


In the report that led to the Commission's appointment - the Report of 
the Committee on the Future Role of Universities in Ontario - it was noted that 
the numbers of students in professional programs other than medicine, dentistry, 
and veterinary medicine have been decided solely by the universities. When 
there is increasing concern about manpower shortages (or surpluses), the report 
Suggests that governments may wish to intervene to offset these imbalances. 
Such intervention is seen to hold "many risks" because successful manpower 
planning has proved to be difficult. Although the report emphasizes the 
need for caution when governments are considering expansion in professional 
programs, the same caveats would seem to apply for proposals to contract the 
Supply. 

Some clarification of terms is necessary before venturing further into 
a discussion of the universities' role in providing trained professionals. 
The terms manpower policy, manpower forecasting, and manpower planning are 
sometimes used interchangeably, but these are not 
Synonymous concepts. Manpower policy refers to a government's set of programs 
designed to improve the supply side of the labour market. Such programs 
usually provide for three basic activities: training and retraining; information, 


counselling and placement; and geographic mobility. Manpower forecasting 


is a systematic analysis of the future supply of and/or demand for labour. 

Most forecasts deal only with either supply or demand; it is only recently 

that these two components are combined to estimate the net shortage or surplus 

of labour. Forecasts should be distinguished from projections; the latter are 

based on fewer variables and extrapolate the trends established in 

the recent past, with less effort to take account of future changes in other 

factors determining labour supply or demand. Manpower planning combines the 

results of forecasting with the programs made available under a government's 

manpower policy. Such planning may be exercised indirectly by offering 

financial incentives for persons or institutions to undertake certain kinds 

of training, or more directly by establishing a government training facility 

and requiring future employees in a certain occupation (such as nursing) to 

have completed this training (for example, in provincial nursing schools). 
Lapour market requirements is a term not easily defined. In fact, a 

distinction should be made between labour requirements or needs and the 

demand for labour. The former refers to the number of persons necessary for 

an optimum technical relationship or to achieve a specific economic output. 

There is, for example, a certain ratio of pilots to aircraft or lathe operators 

to machine lathes; or with a given technology a certain number in each occupation 

required to produce a target level of output with a specified mix of goods 

and services. The demand for labour is quite a different concept. It suggests 

that there is employment for a certain number of persons in a given 

occupation at a certain time, place and salary level. To forecast what this 

number would be at various points in the future, however, requires a set of 

assumptions about changes in the relative wage structure across occupations 

and industries, about changes in technology related to these occupations, and 


about changes in demand for the products of the labour. 


Labour market "requirements" when referring to labour demand therefore should 

be seen not as a fixed number but rather as a variable quantity depending on 

alternative assumptions about other labour market conditions in the future. 
University and faculty associations have usually been critical of a manpower 

planning approach to university admissions, programs, or financing because 

they fear the worst outcomes of this approach would dominate policy and planning. 

Consider for example the response of the Canadian Association of University 


Teachers (CAUT) to a proposal for more highly-skilled manpower: 


...1t is not at all clear that the resolution of this 
problem is to endow the federal Department of Employment [sic] 
or its provincial counterparts with authoritarian powers 
touredirect. students sas they Securit © ati: sain nnn 
Universities have objected to a manpower planning approach for university 
enrolments for a number of reasons that include the following: 
1. a misunderstanding of the methods and rationale for manpower planning 
2. a fear of intervention in academic autonomy 
3. a desire to emphasize the consumption or personal enjoyment aspect of 
university education as well as its investment or manpower development role 
4. a fear that curriculum would be changed as part of manpower planning 
5. a concern that changes in human and physical resources would be made 
abruptly and would be disruptive to the longer-run development of universities. 
While these reasons or concerns are understandable, there are also reasons 
why universities should adopt a role in manpower forecasting and planning as it 
relates to university education: 
1. A major and perhaps the most important motive students have in attending 
university is to obtain formal qualifications for employment; 
2. One of the main reasons for public support of universities is their 
provision of highly qualified persons to the labour market; 
3. The universities can help improve manpower forecasting and planning by 


providing information and advice to the planners and to students ; 


4. The universities can influence planning to assure that it is not based 
on inappropriate precision, that some flexibility for future adjustment 
is maintained, and that adjustments are made in response to long run rather 
than cyclical variations in labour market conditions. 

The balance of this discussion paper follows a sequence of questions 
to provide the framework for considering whether there should be direct 
adjustment of enrolments and resources: 

First, why should a government intervene in the operation of a labour 

market? What rationale is there for a public role? Are there alternative 

means for achieving the public objectives without direct intervention? 

What are the consequences in the absence of direct public involvement? 

Can a government intervene effectively if it is both a supplier and a 

user of professional labour services? 

° Second, if there were to be public intervention, what labour market 
evidence should be used to signal the appropriate extent and time for 
action? That is, if government action were thought to be needed only 
occasionally, how would these occasions be identified? 

Third, how soon in the educational process should intervention 

or adjustments occur to be most effective? 

Fourth, how would the "regular adjustments to resources and enrolments" 

be administered? Who would decide on the total adjustment and its 

distribution across institutions? 

After consideration of these questions, the paper returns to alternative 
means for achieving the adjustment objective without such direct intervention. 
These include indirect influences on students’ educational and occupational 
decisions, and development of alternative sources for labour supply and 


alternative demands for graduates’ labour. 


2. Public Policy on Labour Supply 


The long lead times and the substantial costs involved in providing a 
supply of graduates for the professions makes this subject one of particular 
interest for public policy. In addition, because professional occupations 
tend to have relatively high salaries, the general public is concerned that 
their children have access to universities and other institutions providing 
professional training or accreditation. 

Figure 1 presents a diagram to outline sources of demand and supply for 
professional labour markets, as well as the interaction of demand and supply 
and the feedback effects. The diagram highlights those supply factors relating 
to the number of university graduates, occupational mobility or transfers, 
net migration, and changes in labour force participation rates and hours of 
work. A further factor on the supply side is the intensity of work by pro- 
fessionals. An examination of the intensity or efficiency with which various 
professionals are utilized is also important to demand-side considerations 
but is beyond the scope of this paper. 

The remainder of this section deals with four topics: the rationale 
for public intervention; consideration of the laissez-faire or free-market 
option; other alternatives; and government's multiple roles in determining 


supply, demand, and price (salaries) for some professions. 


Rationale for public intervention 


There are several justifications for public intervention in the supply 
of labour to the professions. These can be grouped under the three basic reasons 
for government action in any market: 1. to encourage the allocation of resources 
to their most efficient uses; 2. to stabilize the behaviour of markets ; 


3. to influence the distribution of economic benefits across various groups. 
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The most efficient use of resources in higher education would seem 
to favour a few, large faculties offering professional programs rather than 
several small ones. The high fixed costs for medical schools, for example, 
have resulted in there being only five rather than fifteen medical schools 
in the province. Governments are necessarily involved in educational planning 
at such levels and magnitudes. This should of course result in lower costs 
both for professional training, and in turn, for the services provided by 
the graduates. Further public action may be necessary however to assure 
that artificial restrictions - such as fixed fee schedules - do not result 
in unduly high incomes for the recipients of lower cost training. One measure 
of the balance between costs of training and professional incomes is the 
rate of return on the student's investment in education. This measure can 
be used together with other data to assess appropriate public policy toward 
supply considerations. When, for example, the private rate of return remains 
high over a long period, that labour market should be examined closely to 
discover why competitive forces are not able to bring the rate closer to the 
average for other occupations. 

Another “actor affecting optimal resource allocation from a social 


perspective concerns what economists term "externalities". These are the 


effects on third-parties that are not taken into account in the usual private 
market transaction. It is often argued, for example, that society enjoys many 
external benefits associated with highly educated persons; these might 

include community leadership, more rapid acceptance of social and technological 
innovations, and so on. It is largely on this basis that public subsidy in 

the form of low-cost tuition has been provided for university students. 

One needs to question, however, whether at current enrolment levels the 
additional social cost is matched by the additional external benefits. This 
comparison could indicate that enrolments should be adjusted, although not 


necessarily by direct control of admissions. 


1] 


An essential feature of ideal labour market conditions is good information 
for both suppliers and users of labour services. This information, such as 
knowledge of occupational pay and conditions, and about the quality of service 
can be costly in terms of both time and money for individuals to obtain. 
Government departments can collect and distribute this information more 
efficiently; consequently, governments have a major responsibility to provide 
information that will enable markets to function more effectively. Governments 
may delegate the "quality control" function to some self-governing professions, 
but usually some ultimate responsibility is reserved in the legislation providing 
TOO this FUNC? on. 

Public intervention may also be required to reduce the cyclical fluctuations 
in wages or Salaries and unemployment due to lags in the market adjustments. 

This is where detailed market forecasts can be useful. Students planning 

to enter certain occupations can be made aware of expected market conditions 
and thereby possibly alter their educational and career intentions. Since 
inaccurate or misinterpreted forecasts can worsen cyclical fluctuations, 
major resources are required to develop and use appropriate forecasts. 

Finally, governments may take action to assure more equitable access 
to membership in the professions and/or to make professional services more 
easily available to all groups in society. These distributional problems are 
often not dealt with effectively by market forces and consequently require 
government intervention. Conversely, it may be argued that governments should not 
intervene if the result is to restrict the educational choices available to 
students who are qualified for amd interested in certain professional careers. 

There are of course other, non-economic reasons for goverment action - 
namely, the pressures from interest groups that can be rational ized 


only within a political framework. 


12 


The laissez-faire or free-market option 


There are two closely related arguments for a laissez-faire policy on the 


supply of graduates. One argument is that the market will determine the appropriate 
number to be trained. If there is an excess demand for the profession then 

salaries or fees will rise, more persons will be attracted into the profession - 
through new training, transferring from other occupations, re-entering the 

labour force, or by immigration. This increase in supply will continue 

until additional benefits from practising the profession are just equal to the 
additional costs. The reverse would occur in the case of excess supply. In 

the long run the market forces will produce an optimal distribution of 

resources. 

A related argument for laissez-faire is that while the market does not 
operate quite as smoothly as suggested above, intervention by public authorities 
may disrupt market forces and make things worse than they otherwise would have 
been. The intervention could magnify the excess demand or excess supply 
if the timing or the magnitude of the intervention is inappropriate. In 
the past, there could be no assurance that public authorities were better 
able to forecast future developments than the collection of individuals that 
constitute the market; the end result for public intervention could likely 


be worse in economic and social terms than if there had been no intervention. 


While there is compelling force for much of the laissez-faire araument 


when applied to markets in general, there are some features in the markets 
for professionals which mitigate a pure laissez-faire approach. The first 
is the high cost of training, especially in such professions as medicine, 
dentistry, and certain branches of engineering. While some persons could 
obtain funds to cover the full costs of such training (by having wealthy 
parents, by borrowing, or perhaps by judicious saving), society has deemed 
it preferable to subsidize the cost of training in recognition of external 


benefits and the desire to increase access to the professions. 
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A second difficulty in the pure laissez-faire approach is the time 
involved both for the training itself and for developing facilities for the 
training. Professional programs at the postsecondary level can require 7 
to 12 years while it takes even longer to develop facilities to provide 
the training. The rapid expansion in postsecondary education in Canada from 
the mid-1960s to the mid-1970s required a concomitant expansion in the 
teaching staff. The fact that there was not a prior expansion in the numbers 
of trained university teachers meant that the Canadian university system had 
to import foreign-trained teachers to teach Canadian students. There then 
arose a political concern about the number of foreign-trained and foreign- 
born Peachers.* This was a reaction against a symptom rather than the real 
cause of the situation which was an absence of prior planning and preparation 
of teachers. 

A third point is that there may be greater difficulty in guaranteeing 
quality of professional service under a laissez-faire approach than under public 
intervention, even if that intervention involves delegating the responsibility 
of policing quality to a self-governing profession. 

These three considerations - the high cost (especially for buildings 
and equipment) and the long lead time to establish training facilities, 
together with a concern for quality of training and service - suggest that 
one should separate the long-run and the short-term reasons for government 
intervention. A distinction should bé made between the need for governments 
to work with university authorities to develop long-run plans for the size, 
locations, and function of professional schools and the short-run planning by 
internal university groups to accommodate cyclical shifts in enrolment patterns. 

This distinction can be illustrated by reference to two studies on law 
school enrolments in the United States.° One study found there were very long 
swings or cycles in enrolments due to a preponderance of private, profit- 


seeking law schools in the early decades of this century. Then enrolment 


14 


dropped aS governments intervened to regulate the quality of the schools, and 
then later expanded as the publicly-chartered schools were gradually enlarged. 
Within these broad long-run fluctuations, however, there were short-cycle 
changes in enrolments as students responded to changes in the expected rates , 
of return on investment in legal training. 

It is quite likely this distinction between cyclical and secular changes 
led the Fisher Committee to recommend that major investment in increased 
capacity "should be contemplated only when the indications of demand are 


unmistakable and likely to be enduring". (p. 14) 


Alternatives to Laissez-faire 

The alternatives to laissez-faire are those that would affect the various 
factors influencing the sources of supply shown in Figure 1. Current public 
policy on labour supply focuses on domestic education and on immigration. 
Most professional labour markets draw supply from both sources. Law is a notable 
exception since the large majority of practitioners are trained in their 
province of practice. 

Figure 1 indicates the considerations that affect individuals' decisions 
on professional training and on migration to or from Canada. Public policy 
affects the supply of persons through the availability of subsidies, loans, 
low tuition, and residence expenses; net cost of training; availability 
and location of places in the training system; type of counselling and other 
information available; number of persons admitted as immigrants; tax legislation 
on net income derived from the number of hours worked and the intensity of 
work, especially by comparison with taxes on professioné] incomes in other 
countries. Public policy influences the demand side to the extent that it 
sets a profession's fee structure and the extent to which the public assists 
in collecting the fee or subsidizes the fees, services and the income of 
the professionals. In addition, the public sector may be a major purchaser 


of the services of professionals. 
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Alternative approaches to affecting the supply or demand for professionals 
can be seen by reference again to Figure 1. To the extent that it is possible 
to substitute other occupations, paraprofessionals or other services for those 
of the highly-trained professional, the government could influence the use 
of such alternates. For example, if the government increases the supply of 
paraprofessionals such as engineering technicians, this could lower their 
relative wage and encourage employers to substitute them for engineers. 
Alternatively, government regulations restricting the use of paraprofessionals, 
such as denturists, tend to increase the demand for the professionals, in this 
case dentists. 

Supply can also be affected by alternative opportunities open to graduates. 
Not all graduates go to or remain in the professional field for which they were 
trained. As Table 3 shows, relationships between field of study and occupation 
vary widely. The attrition of professionals may be part of a natural progression 
in the management development hierarchy (for example, engineers who become 
managers) or the lack of opportunity within a given profession compared with 
more attractive alternatives. Whatever the reason,it is important to consider 
the likely retention rate in the field before planning enrolment changes. If 
demand increases in an occupation it may be preferable on economic and social 
grounds not to expand supply but simply to allow the occupational retention 
rate to increase through higher salaries, more specialized use of the professionals, 


and perhaps better working conditions, etc. 


In some professional labour markets, governments exercise multiple 
roles in determining simultaneously the supply, demand and fee or salary 
schedule. It is useful to identify these roles as part of the overall effect 
on the supply of graduates from the university programs. Medicine and 
education present two of the most significant cases in which government operates 


on both sides of the market, as well as having a major effect on salaries or earnings. 
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Table 3 


Principal Occupations for Bachelor and First Professional 
Degree Graduates, Two Years After Graduation, 


by Field of Study, Canada, 1971 and 1978 


Most Common Percentage of Graduates 

Field of Study Occupations in that Occupation 
1971 1978 
Dentistry Dentists 94 96 
Medicine Physicians | 82 86 
Pharmacy Pharmacists 80 9] 
Nursing Nurses, therapists 50 8] 
Law Lawyers and related 94 89 
Teacher training, 
education Teaching 8] 79 

Engineering Engineers 59 ath 
Commerce, business Management support 

and management 60 59 


Sources: W.G. Picot, University Graduates and Jobs: Changes during the 1970s; 
and W. Clark and Z. Zsigmond, Job Market Reality for Postsecondary 


Graduates. 
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In both professions, the government has formulated detailed plans for 

the training of new entrants in terms of the location, size, and quality 

of program. The demand for these graduates is determined largely by public 
policies on the provision of health services and schooling. Normally, the 
interaction of supply and demand - even when influenced by government on 

both sides - would lead to an equilibrium salary or fee schedule. But in the 
case of medicine, the government negotiates a fee schedule for medical services, 
while teachers' salaries are conditioned by public budgets through government 
grants and municipal taxation. In such cases, the normal market system 
barely exists. Alternative strategies for dealing with these circumstances 
are available; for example, it may be preferable for government to decide 

on the quantity and quality of schooling that will be provided and then 
announce the implications of its plans for employment of graduates of the 


teacher-training programs. 


For medicine, the appropriate strategy is less obvious. Some would argue 
that medical education should be made available to all qualified Ontario 
students, even though they may not find employment in Ontario at an acceptakle 
income level, because they then can migrate to other jurisdictions for a 
lifetime practice. This is one of the logical outcomes of a bona fide equality 
of opportunity approach to university education. A conclusion such as this 
also presses one to re-examine the appropriate extent of government involvement 
in a labour market where it has a major impact on all three of the basic 


dimensions - supply, demand and price. 
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3. Direct Adjustment of Labour Supply 
Labour Market Signals 


What signals from the labour market might result in public pressure or 
otherwise cause the government to intervene? Evidence offered by the public 
or by special interest groups in seeking government intervention has included, 
in the case of excess supply: 

1. An increase in the unemployment rate for a particular occupation - or more 
correctly-among individuals who are trained for a particular profession 
or who are attempting to enter that profession. These unemployment rates 
usually are higher than the published unemployment rates for occupations 
which refer to the occupation in which a person was last employed. 

2. A decrease in the number of unfilled vacancies. (The statistics are no 
no longer obtained on a systemic basis since Statistics Canada's job 
vacancy survey was discontinued in 1978.) 

3. A decline in the relative earnings for an occupation. Persons in that 
occupation may notice their earnings are not keeping up to the earnings 


in occupations with which comparisons are uSually made. 


4, M increase in the ratio of the occupation to the total population, or 
an increase in the occupation's relative size in the total labour force. 

5. An increase in the rate of output of graduates from a program. 

6. A decline in the rate of return on investment in training for a specific 
occupation. 

7. An apparent decline in the quality of service provided as practitioners 


take on more work to maintain a desired income level. 


19 


Changes in the opposite direction could of course, be seen as signals 
of excess demand or shortage. In each of these cases, however, the market 
may simply be adjusting to changes in the supply and demand conditions. It 
is this very adjustment process which leads the market to a new equilibrium 
level where supply and demand are in balance - although possibly at a different 
relative wage or salary level than before. 

In most cases it would be inappropriate for government to intervene 
in this adjustment process; there is too great a risk that the reaction would 
be too strong and the original problem would be exacerbated. Where the market 
seems to have a very delayed response, however, some action may be necessary. 
For example, a sudden sharp increase in the demand for a particular profession 
may send those fees or salaries to unacceptably high levels because supply response 
is delayed, if only due to the training time for new graduates. In this case 
it may be decided to allow paraprofessionals to do more of the work usually 
reserved for professionals, but this could be done successfully only if there 
were a clear understanding that the profession would revert to its original 
practices with the arrival of new graduates for the profession. A situation 
like this occurred in the 1950s when the "baby boom" increased the demand for 
elementary teachers. Teaching certificates were temporarily made available 


to lesser-trained persons until properly-trained teachers could be graduated. 


A more formal signal of a labour market imbalance is derived from 
forecasting models that show an excess supply of or demand for labour in a given 
Occupation. These models are useful only if the results can be presented 
for several points in time - so that a trend can be seen - and for alternative 
assumptions about variables affecting the labour market. Such forecasts must 


be continually updated as underlying conditions change. 
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Until recently, there was no single source for high-quality, regular 
information and forecasts for specific occupations that included both sides 
of the labour market. In 1981, the Ontario Manpower Commission completed its 
model for forecasting simultaneously the demand for and supply of persons in 
specific occupations. This is designed to provide a comprehensive set of 
forecasts of net shortages or surpluses for most occupational groups. Soon 
after that, the federal and provincial governments reached agreement to 
co-operate in developing the Canadian Occupational Projection System (COPS). 

These forecasting models - and especially their antecedents - have been 
criticized for being too precise in an area where rough estimates have more 
credibility. In fact, the models must deal with specific numbers for both 
their input and output. It is the users of the results who must determine 
the appropriate level of precision with which the results are interpreted 


and used for planning. 


These forecasting models do at least have a major advantage over other 

approaches to manpower planning in that they attempt to include effects 

on demand of changes in a number of economic variables such as personal income 
and relative prices. Manpower analyses that are based on other methodologies 
such as the "population density" ratios are especially inadequate. Medical | 
manpower studies, for example, have tended to emphasize the basic population 
ratio and the resulting number of "physician visits", but have not considered 
how economic changes would affect the demand for different kinds and qualities 


of medical service. This point is emphasized by Ahamad and Blaug: 


2] 


Observed ratios are the results of demand and supply forces 
and, because of differences in the socio-economic charac- 
teristics of the population at different points in time, they 
may mer Sup-optimal or even undesirable standards of medical 
care. 


How Much Lead Tine? 


Suppose a government did decide to alter the number of graduates from 
a program. What would be the optimal stage in the educational process 
for an adjustment to be made? How much lead time is required, in 
the case of enrolment reduction, on the assumption that the government wishes to 
avoid the political distress caused by denying places to students who expected 
they would be admitted to a program under existing rules and conditions? 

For most of the professions - and particularly those with the longest training 
periods - a decision to enter that occupation is made early in a student's 
schooling. 

An attempt to change the flow of persons into a given occupation 
requires information about decisions taken by students at each stage along 
the route from an offer of admission to the program until one enters the 
given occupation. This means that the transition ratios (or percentage continuing 
from one stage to the next) would need to be forecast accurately. 

The lead time for large, secular or permanent adjustments is actuallv 
much longer than the time from a student's career decision to occupational 
entry because the human and physical resources - and especially the teaching 
staff - cannot be changed quickly. A case in point concerns the supply of 
university teachers for the 1990s and beyond. An analysis of the current 
stock of university professors in Ontario shows an aging workforce. Without 
appropriate current planning to replace the retiring staff over the next two 


decades, the result could be a repetition of the situation in the 1960s when 
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foreign-trained staff were recruited to fill vacant teaching positions. 
The planning required for this type of situation is long-term, based on many 
uncertainties, and requires inter-governmental cooperation. Furthermore, 
the adjustments should err on the side of too many rather than too few 
graduates. A shortage of professionals can be costly for an economy in terms 
of inadequate service, higher fees, and restricted employment for related 
occupations. As other authors have noted 
The cost to the economy of an inadequate supply of educated 
persons is probably greater than the expenditures of resources 
involved in creation of an excess of graduates beyond the needs 
of the economy, and in this sense an over-expanded educational 
system is less costly than an underdeveloped one. 
Implementing the Adjustments 
Suppose further that specific adjustments were to be made for enrolments 
in a given professional program. This would require a decision on the change 
in total enrolment, and on the distribution of this change among the universities 
offering the program. 
If an expansion of enrolment is thought warranted, how is the increase 
to occur? At which institutions? and how many more places are to be 
provided at each institution? Should the expansion be accomplished simply 
by lowering the admission standards (on the assumption that applicants are 
ranked by academic qualifications and are admitted in this rank order) or 
should there be a promotional campaign to attract academical ly-stronger 
applicants who might have been destined forother programs? Suppose, for 
example, that a substantial number of students are at the crossroads between 
deciding on an MBA or an LLB program. Should it be desirable to increase MBA 
enrolments one could dip further into the pool of applicants, or alternatively 
try to attract some of the better LLB applicants into the MBA programs. 
For the latter approach to be successful, data are needed on students' perceptions 


of the substitutability of career options. 
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An American labour economist examined the process of students' career 


choice and found that 
There is substantial diversity in the alternatives of [i.e. for] 
Students in most fields. One third of the potential engineering 
work force, for example, expressed a serious interest in non- 
scientific fields. Twenty per cent of the medical and pre- 
medical students considered law or business as their closest 
alternative...In short, the characteristics and ability 


requirements of occupations do not constrain the possibilities 
of students to a narrow group of related fields. 


Possibly the most difficult decision in this process is to determine when the 
enrolment "adjustment" can cease. The process in question differs fundamentally 
from most other educational planning decisions in that it is intended to deal 
with cyclical changes in enrolments. Previous government planning in post- 
secondary education has dealt only with secular or permanent changes: how 
many medical schools would Ontario need, and how many medical students should 
be accommodated? The current question, however, implies that enrolments might be 
changed periodically such that a decision to increase enrolments might later be 


followed by a decision to reduce enrolments. 


A short-run expansionary adjustment also raises serious questions about 
how the instructional resources would be provided. The three basic options 
are to recruit staff on short-term appointments (or "contractually limited term 
appointments" as they are currently known in Ontario); to rely on more 
part-time appointments of persons who are practising the profession concerned 
outside the universities; or to hold staff constant and allow the student: 
staff ratio to increase. In each case, there are significant disadvantages 
in terms of the students' educational experience and the administration of 


the programs. 
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In summary, any direct attempt to adjust cyclical enrolment patterns 
must meet several criteria to be successful. Such adjustments must be 
based on accurate information and competent judgments; occur early in the 
cycle so that an independent cyclical correction is not unduly amplified; 
be understated and reversible; and should not affect the instructional 


quality of the program. 


4. Alternative Approaches to Influencing Labour Supply 


Few labour economists would advocate direct intervention to adjust labour 
supply in the short run if the market mechanism would function more satis- 
factorily. This requires that the market should respond more quickly to 
shifts in supply and/or demand and the resulting changes in relative wages 
or salaries. Some of the means available for improving professional labour 
markets are discussed in the following sections. 

Better forecasts, information, counselling 

One of the basic reasons for government intervention is to reduce the 
fluctuations between excess demand for professional labour and its excess 
supply. Although there is still much controversy over the role of manpower 
forecasts, information and analysis on the behaviour of specific labour 
markets along with manpower forecasts can assist in reducing the swings that 
tend to be experienced between shortages and surpluses. 

Various reports on labour market conditions for university graduates 
have emphasized the need for better information on which students can base 
their career choices. A Canadian task force reported that there is "an urgent 
need for the development of better labour market intelligence on prospective 


demand for and supply of workers"; in the United States the Carnegie Commission 
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saw that reliance on student choices for making occupational adjustments 
implied a "need to provide students with the best possible information"; 
while in Great Britain a research seminar on higher education recently 
concluded that "the scarcest commodity in the market for highly qualified 
people appeared to be information"./ 
The highest priority is for the most difficult information to obtain - 
namely recent changes in the structure and behavior of specific labour 
markets. With an emphasis on this kind of information, one would hope to 
encourage continuing, marginal adjustments rather than substantial, erratic 
shifts in career choices. Detailed information is especially important for 
students in programs that can lead to a wide range of occupations. Consideration 
of alternative employment will include close comparisons of changes in 
starting salaries, working conditions, and potential development. 
Some professional occupations experience more cyclical market behavior - 
in terms of relative earnings and availability of new jobs - than do other 
Occupations. Potential entrants should know whether a specific market is at 
its peak or trough, but it is even more important that they be aware of these 
cycles. The “cobweb effect" of high prices followed by increased supply and 
falling prices is well-known in agricultural markets, but this effect is not so 
commonly recognized in labour markets. Figure 2 shows that relative incomes for 
engineers, architects, and accountants appear to follow a fairly short cycle closely 
resembling the business cycle. Students should be fully informed about such 
cobweb effects in labour markets, where lagged supply responses to changes in 
relative salaries result in strong cyclical changes in employment opportunities. 
Students should also be aware of changes in long-term career paths, such as 


changes in jobs as engineers and accountants move into managerial positions. 


Retative Incomes 


Retative Incomes 
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Figure 2 
Relative Incomes* of Self-employed Professionals, 
Canada, 1946-1981 
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This requires that labour market entrants have an understanding of alternative 
career routes or paths. In the same sense, students need to understand the 
"internal labour market" concept and be able to distinguish "ports of entry" 
for different employers or professions. Students should also be aware of 

the opportunities and procedures for changing occupations, the costs and 
benefits for doing so at various stages in their careers, and the changing role 
and impact of paraprofessionals in the traditional "protected" occupations 


such as law and medicine. 


Will students respond to labour market information? There is evidence that 
students do have some of the detailed labour market information just described 
and that they do respond by making occupational changes. The Carnegie Commission 


answered the question of student responsiveness quite directly: 


the evidence seems to reveal a considerable degree of student 
responsiveness to changes in relative job opportunities, but 
within a framework of rather substantial stability in overall 
patterns of student tastes and abilities...In addition to shifting 
among fields, students also shift among specialties within fields, 
often in response to job market changes. 8 


Richard Freeman's survey, to which reference was made previously, found that: 


For many students, career plans are amenable to change during 
college in response to new information or conditions... The 

time at which a student makes his career decision and his 
amenability to change varies according to intended area of 
specialization...Students in medical and scientific specialties, 
for example, tend to choose their careers before college... 

As a consequence, the scientific and medical markets can be 
expected to operate differently from those for non-scientists. 
Adjustments in supply will be slower, and more time will be 
required to attain equilibrium. 


Freeman also reported that most students were reasonably satisfied with the 
Occupational information available to them at the time of their most recent 


career decision. 


28 


Although the majority of students indicated that they had sufficient 
information for their career decisions, it is possible that their information 
was incorrect. A 1969 survey of Queen's University (Ontario) students found 
that "...over one quarter of the male students appear to have a very poor 
knowledge of [starting] salaries." One result of this misinformation is that: 

More male students enroll and remain in engineering compared 
with arts or commerce than would do so were information accurate. 
Hence imperfect information leads to a greater supply of engi- 
neering graduates (as of 1969) than would be the case if 
information were accurate...There appears to be some tendency 
for males to overenrol] in commerce vis-a-vis social sciences 
because of poor information. 10 

Freeman concluded from his survey that students have accurate information 
about the characteristics of the five well-known professions (engineer, lawyer, 
doctor, professor, business) but his evaluations were based on rankings rather 
than absolute values. He did, however, reveal an important factor in the 
formation of expectations which leads to resource misallocation, namely that 
students are excessively optimistic about their own income prospects: "On 
the average, students expect other [college-trained] workers to earn less than 
they themselves" but they did have a fairly accurate knowledge of the average 
income for their chosen occupation. 

The most significant finding related to the notion of marginal adjustments 
in the labour market was that there exists a large group of students who "appear 
willing to alter their plans when market conditions change". A summary of 
these several issues could not be phrased more succinctly than the position 
presented recently at a seminar on higher education and the labour market: 

The slowness of the adjustment, of the flow of information to 
prospective students, and of the response of colleges provides a 
basis for policy intervention, notably manpower planning... 

What we are arguing is that the present state of affairs may 


correspond to an attempt on the part of students to make rational 
choices in difficult circumstances, and an attempt on the part 
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of higher education institutions to respond to them. To the 
extent, however, that the choices and the response could be 
improved there is a role for manpower planning at least in 
the minimal sense of the provision of information...It should 
be added that insofar as such information is already 
collected, it needs to be widely disseminated in a form which 
is reasonably comprehensible. Moreover, given our emphasis 
on rates of change of the stock and flow of graduates and 
their employment conditions, it is not a matter of the once- 
for-all acquisition of some facts, but of a continuous 
process of regular data collection. | 

One may ask what it would cost to collect, analyze, and distribute such 
labour market information, and whether it is worth it. The cost of not 
following this course is the cost of increasing unemployment, underemployment, 
job dissatisfaction, reduced output, and skill shortages - or in other words, 
inefficient use of human resources and social discontent. 

Career information and counselling serves to link the two basic approaches 
to educational planning - the manpower planning approach and the "social demand" 
approach. These have been regarded as conflicting or alternative bases for 
educational planning in that the first attempts to meet the economy's manpower 
demands while the latter is intended to meet individual student demands for 
further education. Since vocational preparation is a paramount factor in the 
educational decisions for most students, accurate information on expected 


labour market conditions should lead to similar results under both approaches. 


Intemational and interprovincial migration 

The advantage of relying on immigration to reduce labour market fluctuations 
is that the reaction time is much less. In addition immigration represents 
lower costs since these have been borne by other countries: Canada receives 


human capital that someone else has financed. The proportion of the total 
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occupational labour force provided by immigrants varies by occupation. 
(Lawyers are the least likely to be imported due to the country-specific 
nature of the legal training.) Although there have been sizeable outflows 

of professionals from Canada, on balance in the post-war period Canada has 
experienced a brain gain. As Table 4 indicates, there has been a general trend 
to less reliance recently on immigration for professional manpower. This is 
partly due to the relative decline in the attractiveness of Canada 

compared with Western Europe and partly because of the increase in enploy- 
ment in Canada and the concern to develop Canadian human resources. Even so, 
immigration of physicians and surgeons accounted for four-fifths of the net. 
increase in the number of medical doctors in Canada between 1971 and 1981, 
while almost two-fifths of the increase in university professors and engineers 
came from abroad. 

Interprovincial migration has varied by province and occupation. Ontario 
has been a net receiver - except for the late 1970s when Alberta was attracting 
Ontarians. Net interprovincial migrants have been less important for professional 
labour supply than immigrants and Ontario graduates. Table 5 presents 
some evidence on the destination of graduates of Ontario universities, but 
caution has to be exercised because some graduates may be returning to their 
home provinces rather than migrating. This is particularly true for high 
cost, low enrolment programs that cannot be economically provided in each 
province. Furthermore, landed immigrants and visa students from other countries 


may be graduated in Ontario but decide to settle elsewhere. 


Use of paraprofessionals and other resources 


The objective of policy on the use of paraprofessionals and other resources 
should be to reduce total costs for the user and/or improve the quality and 
range of services. The danger is that some occupations could feel threatened 


and attempt to hamper an increase in the use of certain paraprofessional 


Table 4 
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Recent Immi grants ® as a Percentage of the 1971 and 1981 
Labour Force and of Labour Force Change, Canada 
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of Labour Force in 
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a Immigrants during 1961-71 as a percentage of the 1971 labour force, and 


during 1971-81 as a percentage of the 1981 labour force. 


Source: Helen Buckley and Soren T. Nelsen, Immigration and the Canadian Labour 


Market, Ottawa: 


Manpower and Immigration, 1976, p. 25; 1971 Census of 


Canada, Vol. III, 94-734, Table 4; Noah M. Meltz, Manpower in Canada 
1931 to 1961 Historical Statistics of the Canadian Labour Force, Manpower 
and Immigration Canada (Ottawa: 


Census of Canada. 
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Table 5 


Field of Study 
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occupations. Consequently, the best time for expansion in the use of 
paraprofessionals is when demand and professional fees are increasing. 

The demand for professional services can be satisfied in a number of 
ways, that is, various combinations of senior professionals, paraprofessionals 
and assistants, and physical equipment and resources can be used in most 
professions to achieve any given result. This has become especially apparent 
in medicine and dentistry where a variety of support personnel now perform 
services previously supplied by a physician or dentist. Under a given set 
of technological and economic conditions, there will be an optimal way to 
provide a certain professional service, but there is not necessarily only 
one way. This economic and technological flexibility can be altered by public 
policy on the use of paraprofessionals and other resources, and consequently 
the supply of professional services can be altered by public policy without 
relying on a change in the number of professionals available. This condition 
is highlighted by the specific example described in the boxed quotation on the 


following page. 


Alternative occupations for graduates 


In Table 3, one can see the extent to which graduates are working in 
occupations for which they were trained. The relationship between occupations 
and particular fields of training varies considerably. In planning for 
future developments in professional education, two considerations should 
be kept in mind: first, the past linkage between education and occupations; 
and second, possible future patterns in the relationship between education 


and work. 
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The debate between those economic planners who advocate man- 
power forecasting for educational planning and those who sympathise 
with the aims but doubt its practicability can perhaps best be 
Summarized by means of an example. Let us Suppose a decision is 
taken to build a new general hospital in a particular urban area. 
Statistical records can show the probable mix of patients who will 
seek treatment at the hospital. It is possible, therefore, to 
specify how many surgeons, how many physicians, how many obste- 
tricians, how many ward sisters, how many staff murses, how many 
nursing auxiliaries, how many secretaries, how many porters and 

SO on will be required to staff this hospital. If this is done 

for the whole of the health services, it shows the total national 
need for medically qualified people over a particular planning 
period. If it is done for the whole economy, it gives the total 
need for all kinds of qualified people. 


Opponents claim that such an analysis treats the economy as 
a machine and not as an economic system. There are many different 
ways of staffing a hospital and even more of staffing a health 
service. If there is a bottleneck in the supply of doctors, or 

if the price of their services is high, many of their tasks can 

be performed by nurses. If secretaries are expensive, doctors 

and nurses find themselves doing more of their own paper work, 
thus having less time for their medical work which means, in 

turn, that more of them will apparently be "needed". Over the 
health services as a whole, the possibility of substitution 
between hospital, general practitioner and local authority 

welfare services is considerable. Whether a mother with a 

young baby is advised by a consultant paediatrician, a general 
practitioner or a health visitor, is in part an economic 

decision. It is not inevitable that an anticipated "X" thousand 
births will "require" so many paediatricians, so many district 
nurses and so on. If this is the case for the health service, 

it is even more true for the economy as a whole where the 
possibilities of substitution between different kinds of 

manpower are much greater. 


Source: Fulton et al. p. 26 as adapted from Peter Armitage and Gareth 


Williams, Planning Models in Education, Open University Press, 1976. 
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The past linkages may not be appropriate for future planning if new 
occupations become available and economically desirable for graduates of a 
given field of study. A good example concerns.law graduates. The 
expectation in Canada has been that law school graduates would practise 
law, but in the United States law graduates have been employed in a much wider 
range of occupations. The question for Ontario is whether supply should be 
restricted to maintain the past pattern and relative incomes or whether law 
graduates should be encouraged to seek other occupations. Through normal 
adjustment, the market for law graduates is coming into balance as the number 
of graduates and persons called to the bar in Ontario declines. While this 
supports a laissez-faire approach, it also suggests that governments should 
not overcompensate by further reducing the number of students enrolled in 


law schools. 


Differential tuition fees and student aid 
Tuition fees and student aid are also factors affecting enrolment in 
universities. From the perspective of the supply of graduates the question 
is whether lower (higher) differential fees should be charged to either 
attract (or discourage) students in fields of prospective shortage (or surplus). 
The differential fee question can be argued in two ways. A lower fee 
for occupations likely to be in short supply could be seen as necessary to 
attract students. On the other hand it could be argued that if the shortages 


materialize their wages will rise and the graduates will then have received 
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an additional subsidy in their education plus greater economic rent when 
they reach the labour market. 

The other difficulty with differential fees based on current market 
demand or supply is that the market could change and with it differential 
earnings. Graduates may believe that the fee differential represents an 
implicit guarantee of future relative rates of return. Differential fees 
based on the relative costs of education would not suffer from this difficulty. 


5. The Lawyers' Labour Market: A Case Study !¢ 


Many lawyers have argued that there currently is a "Surplus" of lawyers 


and that there should be quotas on law school enrolments .!9 


Is there a 
case for more specific controls? Or is this a delayed market adjsutment to 
a "shortage" in earlier years? 

Recent changes in the supply of lawyers have been determined strongly - 
but not entirely - by changes in law school enrolments. Table 6 shows law 
school enrolment doubled between 1961 and 1967. Enrolment increases have 
been matched, with a three-year lag, by increases in the number of law school 
graduates, and the number called to the Bar follows very closely the number 
of graduates two years previous. Enrolments have increased very little since 
1975; and similarly the number of graduates since 1977. These plateaux are 
noteworthy because they appear to represent a return to long-run equilibrium 
in the lawyers' market. Moreover, the proportion of the Law Society membership 
in private practice has declined from 93 per cent in 1972 to 71 per cent 
in 1983. This is due to an increasing demand for "in-house" lawyers in 
government and business and to lawyers finding self-employment in nonlegal 


fields. 
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The demand for lawyers' services is determined by general factors such 
as the level of national income, as well as by certain specific factors such 
as real estate transactions, separations and divorces, wills and estate 
settlements, bankruptcies, security issues, patents and trademarks, collective 
agreements, criminal charges and insurance claims. An American Study examining 
the demand for legal services found that "the economic status of the legal 
profession is closely tied to the performance of the economy". 
The same study found the demand for legal services to be quite 
responsive to changes in national income; for each percentage point increase 
in real Gross National Product there was approximately a two per cent increase 
in expenditures for legal services.!” 

Canadian experience with the lawyers' labour market has been similar 
to the American case. There, the legal profession had two extended periods 
of high relative earnings: in the 1920s and in the late 1960s/early 1970s. 
These peaks were due to strong growth in the demand for 
legal services following rapid growth in real national income, with slow 
Supply adjustment. This slow adjustment to the sharp increase in demand for 
lawyers in the 1950s and 1960s also occurred in Canada, particularly in 
Ontario where Osgoode Hall was the sole law school until 1957. When 
responsibility for legal education passed to the universities, the size and 
number of law schools increased quickly. The delayed adjustment to the 
greater demand for lawyers, resulting in rising relative earnings, continued 
through to the Jater 1970s when enrolments, graduates, and Calls to the Bar 
reached the plateaux noted earlier in this section. 

"Are there too many lawyers?" One approach is to compare rates of change 
in supply and demand by comparing the growth rate of lawyers in private 


practice with the real economic growth rate. 
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It would appear that the stock of lawyers grew too slowly in the 1950s, 
and especially in the 1960s. For most of the 1970s, however, supply increased 
more quickly than demand. These differential growth rates by decade are quite 
consistent with the data on relative incomes for self-employed lawyers' 
services: there was a Slight overall increase in their relative incomes in the 
1950s, a strong rise in the 1960s, and then a decline in the 1970s. (See Figure 2.) 

In the next decade the most likely outcome will be that supply increases 
less quickly than demand. The number of lawyers is likely to increase more 
Slowly than in the 1970s and may even remain constant or decline slightly by 
the end of the 1980s. Law schools are operating at full capacity. There 
is no reason to expect the ratio of law degrees to enrolments to increase; 
nor is there likely to be any increase in the ratio of law graduates (LLB) 
to numbers called to the Bar. Any increase in alternative employment for law 
graduates who did not seek a call to the Bar would have a downward influence 
on lawyer supply. The number of lawyers in private practice in Ontario will 
therefore very soon reach a plateau, and may even decline slightly as more 
lawyers find employment in governments and corporations. This latter effect 
seems plausible given the current declining proportion of lawyers in private 
practice. When one extrapolates from the recent slower growth, it would appear 
that the maximum rate of increase will be about 3 per cent and could be 
much closer to zero. 

Now consider the demand for lawyers' services. This is much more difficult 
to forecast. The demand for services of lawyers in private practice will depend 
primarily on real economic growth, and to a lesser extent on changes such as 
may affect Legal Aid, interpretations of civil rights, etc. On the assumption 


that real growth will average about 2 per cent annually over this decade, 
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the demand for legal services should increase by at least 3 per cent and possibly 
4 per cent annually. Compare this conservative estimate of growth in demand 
with a "high-side" estimated increase in supply of 3 per cent annually. The 
more likely case would feature economic growth at 3 per cent annually, 
demand for lawyers increasing at 4 to 6 per cent, and lawyer supply increasing 
at perhaps 1 or 2 per cent. It seems most improbable therefore that there 
will be a surplus of tawyers in the next decade. Any quota on law school 
enrolments or admission to the Bar would therefore be inappropriate. 

While the total Ontario labour market for lawyers appears to be in balance 
once more, there is little information by which to assess the regional or 
local situations. One could, however, make inter-regional comparisons of 
socio-economic data such as divorce rates, real estate transactions, real 
income, proportion of labour force in the service sector, criminal charges 
and civil suits, and then compare these data with the regional distribution 
of lawyers in private practice. Although such comparisons would not indicate 
a "correct" number of lawyers for each region or municipality, they could 
Suggest centres of stronger or weaker demand for lawyer services and thus 


offer guidance to young lawyers seeking a favourable location. 


Concluding Observations 


Any assessment of government's role in regulating or accommodating 
variations in university enrolments needs to make at least two basic distinctions. 
First, the question of appropriate enrolment levels should not be confused with 
WHetney there should be more or less public financing for these programs. 
There could be a situation in which enrolments should increase but the public 
share of the total instructional cost should be reduced, and vice versa. 
Second, there should be a distinction between government's role in the secular 


Or long-run changes in the size, location, and quality of professional programs 
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and government's more limited place in the cyclical enrolment variations due 
largely to cyclical economic conditions. It is particularly important that 
short-run enrolment shifts should not be exacerbated by government or other 
institutional reactions because the professional occupations are intrinsically 
long-run in nature: they require a long training period, and graduates are 
usually practising their profession steadily for 30 to 50 years. Unfortunately, 
there is no general definition of short- or long-run, and no clear boundary to 
mark their division. Experience with the "cobweb" cycles in some professional 
Occupations does indicate however that these are of about four to six years 

in duration. In this sense the long run can be interpreted as what happens in 
the next decade and beyond. 

How should universities respond to public pressure or other signals 
to alter the level of enrolment in particular programs? It should be evident 
that neither a laissez-faire nor a pure planning approach is appropriate. 

The former would have the universities fully accommodate changes in students' 
preferences, with at least initially a lower quality of all programs as staff 
and other resources were reallocated to meet the new needs. A strict 

adherence to the planning approach could similarly result in counter-producti ve 
shifts, especially if grants or fees were not increased to support the 
transitional costs. 

Instead, the universities need to monitor continuously the trends in labour 
market conditions for occupations that are filled mainly by university 
graduates, and then make gradual shifts in instructional resources to accommodate 
the long run trends. This approach emphasizes the universities’ unique 
ability to collect and disseminate information that will influence student 
choices. It also emphasizes the view that individual students are the most 
effective decision-makers on occupational choices provided that they have 


sufficient information and the proper incentives to take account of public priorities. 
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